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Office of Assistant Secretary for Housing, HUD § 242.77 

§ 242.69 Transfer fee. 
Upon application for review of a 

transfer of physical assets or the sub-
stitution of mortgagors, a transfer fee 
of 50 cents per thousand dollars of the 
outstanding principal balance of the 
mortgage shall be paid to HUD. A 
transfer fee is not required if both par-
ties to the transfer transaction are 
not-for-profit or public organizations. 

§ 242.70 Fees not required. 
The payment of an application, com-

mitment, inspection, or reopening fee 
shall not be required in connection 
with the insurance of a mortgage in-
volving the sale by the Secretary of 
any property acquired under any sec-
tion or title of the Act. 

§ 242.72 Leasing of hospital. 
Leasing of a hospital in its entirety 

is prohibited. Notwithstanding this 
prohibition, any proposal in which 
leasing of the entire facility is a factor 
due to state law prohibitions against 
the mortgaging of health care facilities 
by state entities shall be considered on 
a case-by-case basis. Also, leasing of a 
hospital that has an existing Section 
242-insured loan is permitted if HUD 
determines that leasing is necessary to 
reduce the risk of default by a finan-
cially troubled hospital. 

§ 242.73 Waiver of eligibility require-
ments for mortgage insurance. 

The Secretary may insure under this 
part, without regard to any limitation 
upon eligibility contained in this sub-
part, any mortgage assigned to him or 
her in connection with payment under 
a contract of mortgage insurance, or 
executed in connection with a sale by 
him or her of any property previously 
insured under this part and acquired 
subsequent to a claim. 

§ 242.74 Smoke detectors. 
Each occupied room must include 

such smoke detectors as are required 
by law. 

§ 242.75 Title requirements. 
In order for the mortgaged property 

to be eligible for insurance, HUD shall 
determine that marketable title there-
to is vested in the mortgagor as of the 

date the mortgage is filed for record. 
The title evidence shall be examined by 
HUD and the endorsement of the mort-
gage note for insurance shall be evi-
dence of its acceptability. 

§ 242.76 Title evidence. 

Upon insurance of the mortgage, the 
mortgagee shall furnish to HUD a sur-
vey of the mortgage property, satisfac-
tory to HUD, and a policy of title in-
surance covering the property, as pro-
vided in paragraph (a) of this section. 
If, for reasons HUD considers to be sat-
isfactory, title insurance cannot be fur-
nished, the mortgagee shall furnish 
such evidence of title in accordance 
with paragraph (b) or (c) of this section 
as HUD may require. Any survey, pol-
icy of title insurance, or evidence of 
title required under this section shall 
be furnished without expense to HUD. 
The types of title evidence are: 

(a) A policy of title insurance issued 
by a company and in a form satisfac-
tory to HUD. The policy shall name as 
the insureds the mortgagee and the 
Secretary of Housing and Urban Devel-
opment, and their successors and as-
signs, as their respective interests may 
appear. The policy shall provide that 
upon acquisition of title by the mort-
gagee or the Secretary, it will continue 
to provide the same coverage as the 
original policy, and will run to the 
mortgagee or the Secretary, as the 
case may be. 

(b) An abstract of title satisfactory 
to HUD, prepared by an abstract com-
pany or individual engaged in the busi-
ness of preparing abstracts of title, ac-
companied by a legal opinion satisfac-
tory to HUD as to the quality of such 
title, signed by an attorney-at-law ex-
perienced in the examination of titles. 

(c) A Torrens or similar title certifi-
cate. 

§ 242.77 Liens. 

The hospital must be free and clear 
of all liens other than the insured 
mortgage, except that the property 
may be subject to a lien as provided by 
terms and conditions established by 
HUD, as follows: 

(a) An inferior lien made or held by a 
federal, state, or local government in-
strumentality; 
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